





34/56

Key points

You are in a unique position to unlock entrepreneurial
potential and advance innovative solutions to
development challenges by leveraging your experience,
skills, capital, and personal relationships to support
enterprises to become more viable, visible,

and attractive to other investors.

Support can be aimed at providing access to affordable
capital, bringing business knowledge and experience,
and engaging marginalized groups in entrepreneurial
opportunities.

Venture philanthropy is a promising tool in supporting
enterprise solutions to development challenges
while generating both financial returns and social

or environmental returns. Venture philanthropy
investments have a proven track record of nurturing
profitable businesses, with measurable effects on
poverty reduction and other social and environmental
challenges.

Seven key principles to keep in mind while making
venture philanthropist investments are given
on page 24.

To provide access to capital
and non-financial assistance:

— Tailor your investment to the different development
stages of an enterprise

— Consider various forms of financial models
and innovative combinations

— Consider the various forms of non-financial
assistance and bring in your own expertise,
business know-how, and networks

— For greater impact of your invested time and money,
consider high engagement over a number of years
with fixed milestones

— Plan exit strategies well in advance

— Value local knowledge and support local ownership

There are a number of valuable networks,
organizations and business plan/entrepreneurship
challenges that can help you to identify prospective
investees. To identify enterprises:

— Prepare a rigorous selection process based on
clearly defined criteria looking at the entrepreneur,
the idea, and the match with your own vision
and potential contributions

— Focus on a small number of enterprises with
high-growth, high-impact potential

— Build on existing networks and business plan
competitions that can help with due diligence,
monitoring business progress, and assessing
the impact of the investment

To make sure that your investment
will have a lasting social impact:

— Consider focusing on enterprises that bring about
systemic change and can be scaled up to
provide substantial economic and social value

— Consider the potential of enterprise development
for women and youth and support initiatives
that involve building business capacity among
women and youth
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Case study 3

Jack Ma, China

Supporting small and medium-sized enterprises*

Jack Ma is the founder of China’s top business-to-business
e-commerce platform, Alibaba.com. He also created
Taobao, the online retail website which put eBay out of
business in China.

The realization that the long-term profitability for the company
must be based on serving its customers well and by looking
after its employees, has helped him unleash the potential

of entrepreneurs and create thousands of jobs in his home
country. Seeing that the volatile macro-economic environment

4 Alibaba.com, May 17, 2009; Philanthrocapitalism, November 25, 2009;
CNReviews, September 25, 2009.

was creating significant challenges for export-focused small
businesses in China, Alibaba.com cut subscriber fees of

its China Gold Supplier product by 60% in 2008 to sign up
more SMEs, despite concerns about falling profit margins.
Alibaba.com also provides business management software,
Internet infrastructure services, and educational services to
incubate enterprise management and e-commerce
professionals among businesses in China.

With his website, which mostly matches small suppliers with
buyers around the world, he seeks to support SMEs largely
ignored by financial and credit institutions. Currently they
receive less than 5% of bank lending although they create
over three-quarters of the country’s jobs and contribute to
over half of the global domestic product.

To help realize his vision, Ma launched Ali-Loan in 2007,

a small business loan-assistance program, in collaboration
with leading banks in China. In 2010, Alibaba.com announced
the creation of China’s first Small Business Credit Rating
System and established a 147 million dollars Business
Integrity Insurance Fund.

In September 2009, Alibaba Group announced its partnership
with Grameen Trust of Bangladesh to form a micro-lending
institution called Grameen China, focusing initially on making
loans of approximately 400 dollars per person to more than
8'000 people in Sichuan and Inner Mongolia. Using the
Grameen Bank microfinance model, Grameen China is being
built and managed by Grameen Trust with initial funding of
5 million dollars from Alibaba Group. Alibaba Group is advising
on technology-based support to help potential recipients access
the program and eventually build their businesses online.
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Philanthropy and

entrepreneurial education

Education in entrepreneurship supports people in becoming
leaders, innovators, and creative problem solvers.
Traditional social norms in developing countries often
encourage employment in the public or traditional private
sector, with self-employment as the final option. However,
with the high rates of underemployment among young
people and women in emerging markets, self-employment
is becoming a necessity. This provides a major opportunity
for embedding entrepreneurial education in all levels of
society and enlightens people about business opportunities
to create their own profitable enterprises. Until recently,
efforts to develop and promote education in social innovation
and entrepreneurial skills have been limited in most emerging
economies. Now there is a growing focus of philanthropists
and other social purpose organizations on investing in
education to develop future business leaders from home-
grown talent. This need for local education on business,
entrepreneurship, and leadership provides opportunities
for strategic philanthropists.

Investing in entrepreneurial education at all levels
Higher education

In many developing countries, the rise of the middle class,
is increasing the cost of higher education. People who cannot
afford this are therefore unable to access higher education
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opportunities. Dr. Taddy Blecher, a South African social
entrepreneur, has incorporated the African belief and spirit
of ubuntu, meaning none of us exist in isolation, with his
business principles to create the Community and Individual
Development Association (CIDA) in South Africa.“®
Blecher turned down a well-paid job in the United States
and headed for the townships instead. CIDA is the first
virtually free university in South Africa. Gradual success
attracted blue-chip sponsorship, donations of books from
libraries, donations from companies for computers, and CIDA
is now proudly supported by prominent philanthropists such
as Oprah Winfrey.*” Dr. Taddy Blecher was named Global
Leader of Tomorrow Award from the World Economic Forum
in 2002, and was the recipient of the Skoll Award for Social
Entrepreneurship in 2006.

In exchange for tuition, students are expected to help run
the campus and spread their knowledge to young people

in their communities while they are at home or on vacation.
CIDA graduates who earn good salaries contribute

to sponsoring a future student’s education. CIDA offers
entrepreneurial education and provides young students
from disadvantaged communities with business acumen

to improve their lives, while simultaneously creating leaders
for their own communities. CIDA is an accredited university,
with graduates earning a Bachelor of Business Administration
degree, allowing them to be competitive in the marketplace.

More recently, Richard Branson, a British industrialist

and founder of the Virgin brand, has established a School
of Entrepreneurship at CIDA. The school will provide
mentorship through early stages of business development,
access to a fund with seed capital needed to start small
businesses, and training to allow them to teach in their
communities. Essentially, the school is there to provide
support and nurture confidence in young people who
come from a disadvantaged background. This realistically
includes training students to expect failure and building

4 Skoll Foundation: www.skollfoundation.org

47 Coughlan, Sean (2005) “University for South Africa’s poor” in: BBC News.

resilience to manage this and learn from it. Such business
skills are transferable and useful whether a student chooses
self-employment or to be an employee of a company.

In addition to donations and investments for sponsoring
students, the school includes internships for students

at Virgin companies, as well as training, guest lectures,
and mentoring from Virgin staff. Investments are coupled
with the engagement of expertise and entrepreneurial
experience to ensure a qualitative impact. It is designed

to be a specialist school, building upon a previous introduction
to entrepreneurship, and requiring all students to start

a small business.

Strategic philanthropists are increasingly investing into
higher education institutions in emerging markets, where
the potential for impact is large. Both CIDA and the School
of Entrepreneurship are interesting models worth leveraging
to other parts of the world.

Vocational training

Putera Sampoerna“® argues that while instilling an
entrepreneurial potential in college students is necessary,
emerging economies need training programs that reach
potential entrepreneurs who come from less educated

and rural backgrounds. Such education is needed to foster
creative micro and small enterprises in their rural communities.*®

Basic skills sets are needed to be able to start a meaningful
micro-enterprise, like electronic manufacturing, carpentry,
and animal-rearing. Often these skills were taught within
the communities, from father to son, for example. As young
people migrate to cities in search of jobs, or illnesses and
conflicts disturb traditional communities, a gap exists in
building sufficient skills and experience. These basic skills
sets are important to create a livelihood. Those young people
who are likely to become entrepreneurs out of basic necessity
should undergo entrepreneurship education in their formative
years, making them more likely to embark on a growth
oriented business that employs more people. This has the
potential to transform not only their lives but also many others
in the community through direct employment and indirect
economic impact.

To provide people with entrepreneurial livelihoods in their
agricultural communities, vocational training must focus

more on enhancing agricultural productivity and profitability.
Funding training that provides support for farmers to transition
towards more sustainable or other agricultural developments
that are more profitable or ensure a higher yield are valuable.
The Songhai Centre in Benin is training African youth to
become social entrepreneurs and change agents in African
agriculture. The young entrepreneurs promote sustainable
agriculture and they earn an income by selling their organic
products in the local and international markets.°

Funding grass roots level educational initiatives, which support
vocational development and short courses, is an important
way for philanthropists to become involved and reach
disadvantaged communities in rural areas. According to
the Oxfam Education Report, “a lower cost private sector
has emerged to meet the demands of economically
disadvantaged households.”' In many emerging markets,
private schools are unregistered and therefore unrecognized
as beneficiaries of capital. Venture philanthropists can mobilize
their extensive networks and capital to develop branding
and franchising for these unregistered private schools to
create an affiliation system, enabling disadvantaged families
to select suitable schools for their children’s enroliment.?

The Network for Teaching Entrepreneurship

The Network for Teaching Entrepreneurship (NFTE) is a social
enterprise that helps young people from low income communities
in the US and Latin America build skills and unlock their
entrepreneurial creativity at an early age. NFTE has more than
1,500 active teachers, and is continually improving its innovative
entrepreneurship curriculum. The founder, Steve Mariotti, was

an entrepreneur who later taught at a public high school in New
York City; he then combined his two experiences to develop
entrepreneurship education initiatives. Low income young people
are exposed to harsher realities of life, and their “street smart”
when combined with learning entrepreneurship, can easily develop

into “business smarts.”

Reference: www.nfte.com

% Please refer to the case study on page 42.

49 Sampoerna Foundation: www.sampoernafoundation.org

5 www.songhai.org
5 Tooley, J. and Dixon, D. (2005): The Oxfam Education Report.

52 Shah, Parth J. and Veetil, Vipin P. (2006): Entrepreneurial Approaches
to Education for the Poor.
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Internet literacy and access to knowledge

Philanthropists are increasingly recognizing Internet
empowerment and information technology for people in low
income communities as an important investment theme.
Extending access to digital technology and improving
Internet literacy enables people to link to the global market
place of information, knowledge, tools, and resources.
The “Hole in the Wall Project” developed by Professor
Sugata Mitra, a well-known Indian scientist, shows that
children can teach themselves how to access information
on the Internet, just by giving them access to computers.5®
Increasing Internet literacy can help to unlock creative and
entrepreneurial potential in emerging markets.

There is another opportunity. Via the Internet, networks
can

be established that connect entrepreneurs and serve as a
valuable educational resource, exchanging expertise, market
information, business networks, and mentor relationships.
Examples are Imagine Nations Network, BiD Network, Kiva,
and MyC4. There is a great opportunity for philanthropists
to contribute to establishing and advancing such local networks;
sharing expertise can facilitate entrepreneurship in its most
raw form. Innovation in information technology also focuses
on providing people with access to information via mobile
phones, rather than the Internet. Large companies such

as Vodafone, Huawei, Zain, and Microsoft are involved in
exciting innovations that seek to cross the digital divide.

53

Strong, Michael. (2007). Empowering Women Entrepreneurs: Alleviating
Poverty & Promoting Peace through Enterprise Development.
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Centre for Digital Inclusion (CDI)

Rodrigo Baggio is a social entrepreneur who founded Centre for
Digital Inclusion (CDI), the first organization to address the digital
divide in Latin America, starting from the favelas (slums) of Brazil.
CDlI creates community centers with access to the Internet and
other computer programs, and community members to train youth
how to use them effectively. The idea is to mobilize technology
to improve their lives and their communities, encouraging
entrepreneurship at a young age in young people who are
marginalized and excluded from participation in formal sectors of
society. Their creativity and entrepreneurial spirit is harnessed

to create change in their communities. CDI cites an example from
a favela in Sao Paolo, where a group of young people used video
cameras to interview the community about pressing problems

in the slum, used the Internet to research effective solutions,
and created a video to educate the community on separating rubbish
to prevent rat infestation.

Reference: Skoll Foundation Website, Uncommon Heroes

Key points

Invest in integrated entrepreneurial university
curriculum development in emerging economies.

— Fund and support education models that extend
vocational training and entrepreneurial expertise
to grass roots level

— Invest in creating access to information technology
at remote areas

— Provide funding and expertise and mobilize business
network to establish entrepreneurial collective
networks to facilitate the exchange of expertise,
market information, and business networks
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Case study 4

Putera Sampoerna, Indonesia

Improving entrepreneurial education®

Putera Sampoerna, described in the media as one of
Indonesia’s most famous entrepreneurs, was the owner
and CEO of the cigarette company PT Hanjaya Mandala
Sampoerna before it was sold to Philip Morris in 2005.

He “changed the course of the family-owned business
from a niche market cigarette producer into a major publicly
listed company with a very extensive and comprehensive
geographical reach throughout the archipelago second

to none.” He has strong faith in the leadership potential
of younger generations, which is reflected in his private
endeavors as well as his philanthropic activities.

In 2001 the billionaire established the Putera Sampoerna
Foundation to improve public education and pledged 150
million dollars of his family’s fortune to support it. The vision
of the Foundation is to create high caliber future leaders
and entrepreneurs for Indonesia to meet the challenges of
global economic participation. Through its meritocratic grant

5 References: World Investment News, September 29, 2009;
Forbes Magazine, March 16, 2009; Putera Sampoerna Foundation
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strategy “Pathway to Leadership,” the initial objective of
the Foundation is to be able to graduate 1’000 community
leaders per year into all walks of life, including private
enterprises and public service.

Despite unprecedented recent economic growth in Indonesia,
the country still faces high levels of youth unemployment,
underemployment, and a shortage of opportunities for young
people, especially young women. Putera Sampoerna believes
that education and job creation are the cornerstones to

the creation of a dynamic, peaceful, and prosperous society.
For this reason, the Foundation has immersed entrepreneurial
know-how in its education system and is currently in the
process of setting up a National Communications Portal

for entrepreneurs and a National Center for Entrepreneurial
Development in Indonesia. The Indonesian platform aims

to provide linkages to the country’s young entrepreneurs

to access other like-minded entrepreneurs, mentors, donor
programs, and small business investment companies.

Mr. Sampoerna presented these initiatives at America's
Presidential Summit on Entrepreneurship, hosted by president
Obama to highlight and support innovation and entrepreneurship
in Muslim-majority countries around the world.

Recently, the Foundation has taken the initiative to establish
the “Friends of Women Cooperative” (Koperasi Sahabat
Wanita), which not only provides training and capacity
building for women in rural areas, but also provides micro-
financing loans and establishes commercially viable ventures.

A personal view on the challenges ahead by

Michelle Sampoerna, daughter of Putera Sampoerna
and leader of the Sampoerna Foundation

“There is a link between entrepreneurship and economic
development. Entrepreneurship drives economic development
and job creation. Entrepreneurship is an important means
and a valuable additional strategy to create jobs and improve
livelihoods and independence of young people.

Our entrepreneurship initiatives are still at the infancy stage
and our efforts at this point in time are on developing the
framework and infrastructure. But we foresee that our
greatest challenge will be on changing the mindset from
traditional ‘job for life’ careers towards ‘portfolio’ careers
and capacity building.

We believe however, that entrepreneurship education and
training will be key in improving young people’s employability.
[t will provide the skills and attitudes which are necessary
to cope with this shift.

We need to work closely with other corporations, institutions,
and bodies in this field, to lobby the government to introduce

policies and put procedures in place that support the needs

and objectives of entrepreneurship.

Our founder is a visionary who believes that in order to be
impactful we need to be different and make a difference.
Different in a positive way. The question we ask ourselves
continuously is: How different are we? The implications to
this is that in whatever we do we must think big — in an
effective and efficient manner.”

Michelle Sampoerna’s tips on key strategies

for philanthropists to support small business
development in emerging markets

“For the development and growth of small businesses

in Indonesia, we are taking a holistic approach focusing

on education — at all levels, starting from secondary to
tertiary education and special training programs for rural
women and general entrepreneurs — and providing business
assistance and support needed such as financing, developing
business plans, marketplace, and linkages. We feel that this
is a key strategy for philanthropists to support entrepreneurial
development in Indonesia.”
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Having an impact and being accountable
Why should philanthropists measure
their impact?
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Having an impact and being accountable

This involves a strong focus on impact and should therefore
include a focus on measuring performance. Measuring
impact helps to:

— Focus on results: Measuring impact enables
both the investor and the entrepreneur to keep their
attention focused on what is relevant and what they
want to achieve

— Measure or estimate value: Strategic philanthropists
are looking to understand the social return on
investment (SROI). This can be used to help make
decisions through cost-benefit assessments and
understanding ultimate impact

— Ensure relevance and allocation of resources:
Measuring impact enables investors to see if resources
are being used efficiently and effectively. Investors
can then evaluate if their investment was relevant
in the chosen context

— Be accountable: All enterprises have stakeholders
that affect or are affected by the enterprise
(for example suppliers, customers, employees,
and local governments). Measuring impact helps
investors and entrepreneurs ensure that they are
on track with what they hope to achieve. It helps
to support face-based communication to build
accountability with their stakeholders. Investment
and wealth advisors need tools with which to construct
portfolios that balance risk and financial, social,
and environmental returns. Measuring impact helps
to gain insight in those returns

Focus on impact measurement is about knowing which value
is being created for the money that is spent. Measuring impact
is not necessarily easy. Many of the existing measurement
tools fail to give proper insight into the associated impact.
As a result, many promising emerging market ventures with
the potential for significant development impact are evaluated
on “emotional” terms or on pure financial terms. Neither of
the two will give a genuine, rational view of the full potential.

With a growing interest in strategic philanthropy, impact,
and the value created by philanthropists, there are a number
of resources available to help you measure and understand
the impact that your investments are generating. The recent
launch of the Impact Reporting and Investment Standards
(IRIS) initiative to develop a standardized approach to the
measurement and reporting of social and/or environmental
impacts will help to gain better understanding in the financial,
social and environmental returns of strategic philanthropy.®

How can impact be measured?

As philanthropy has a strategic approach, impact needs to
relate back to the objectives of the philanthropists and the
investees and they should hold themselves accountable if
the objectives are not met. For philanthropists, measurement
approaches can be divided into different purposes to fit
their need:

— Screening: Making an investment decision “up front”.
This approach helps to estimate and understand the
potential and feasibility for a particular investment

— On-going performance tracking: Helping philanthropists
and investees understand progress and giving them
the ability to continuously adapt and improve to
ensure meeting the objectives

— Periodic in-depth assessments: Providing a qualitative
snapshot of benefits and their relevance at a given
point in time

A strategic philanthropy approach enables wealthy individuals
to focus on immediate results and on results over time.
Whereas many businesses are driven to look at financial
returns on a monthly or quarterly basis, social returns can take
years (or decades) to see or to realize. Venture philanthropists
looking at measuring impacts will need to consider

the timeframe for which they are seeking returns carefully.

Definitions

For all strategic philanthropists it is important to consider
whether the measurement method is actually focused on
impact, or if it is simply counting outputs, activities, and
contributions.®® The impact value chain (figure 2, next page)
tells the story of how ultimate value is created. Whatever
approach and methodology used to measure results, it should
follow the impact value chain to help describe the story of
change and of value creation.

Inputs: The resources that have been invested to realize
the objective, which includes the resources the philanthropist
provides. This is about being clear about how much time

or money has been invested.

Activities: The organization’s activities that are executed
to realize the objective.

Outputs: Information such as the number of people who
benefited, the number of training workshops held, and
the number of activities which have taken place are known
as outputs. Measurement systems which focus on this
type of measurement can be useful in helping people to
understand what has happened but do not describe

the long term changes which have taken place. Indicators,
which describe these changes, can sometimes be used
as a proxy for measuring actual impact.

Outcomes: The ultimate changes found in the community,
including intended and unintended effects of the enterprise
and effects from other unrelated activities in the community.

Impact: This refers to economic, social, or environmental
changes in the community which can be specifically attributed
to the company’s or investee’s activity. Impact refers to
Outcomes minus “What would have happened anyway
without interference of the organization.” Impact can be
positive and negative.

5 Bugg-Levin, A. (2009): Impact Investing: hamnessing capital to drive
development at scale.
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Olsen, S. and Galimidi, B. (2008): Catalogue of approaches to impact
measurement. Social Venture Technology Group with the support of
The Rockefeller Foundation.
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For wealthy individuals investing in enterprises, it is important
to remember that these enterprises can have both an internal
and an external impact.

Internal impact: This relates to the effects the business
has on the employees, health and financial security along
with the effects the company has on the environment and
issues to access, fairness, and trust in company policy.

External impact: This is how the business will affect customers
and the communities in which it operates. It implies impact
outside the company walls.

Figure 2. Impact Value Chain®

Inputs Activities Outputs

Outcomes Goal Alignment

What is put Venture's primary
into the venture activities

Results that can
be measured

Changes to the
social system

Activity and goal
adjustments

Leading Indicators

Setting indicators

Identifying and describing the impact value chain can be
done through the use of pre-determined indicators, which
stakeholders wish to measure against. Measurement takes
place via quantitative methods or through reflective evaluation
and asking beneficiaries to think back to changes that have
taken place. Ideally, measurement should have a baseline
with which to understand and interpret changes that have
taken place.

Indicators are an important part of impact measurement.
They describe which potential changes should be measured.
Good indicators are:

— Simple

— Manageable

— Based on information that is accessible

— Cost effective in the sense that data gathering
is not too resource intense

— Developed with the entrepreneur and other
stakeholders of the enterprise

5 Social Venture Technology Group (2008) based on the “Impact Value Chain”
in “The Double Bottom Line Methods Catalog”, Clark, Rosenzweig, Long,
and Olsen and The Rockefeller Foundation, 2003.
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What would have
happened anyway

= Impact

[t is important to remember that indicators only indicate

and may sometimes not tell the whole story. Taking into
consideration different sources of information, and different
indicators can help paint a picture of a particular intervention.
Setting indicators for impact is not always easy. Investors
may be happy to choose what is commonly referred to as
proxy or leading indicators to help understand changes taking
place. Leading indicators usually provide more information
about the organization’s activities and outputs (see figure 2),
implying a relationship to the actual impact, resulting from
these activities and output. When a fund wants to support
poverty alleviation through entrepreneurial activities, good
indicators might be number of businesses started, number
of jobs created, or numbers of businesses still running after
x amount of time.

While designing a measurement model, it is important to keep
three things in mind:%®

— Keep it simple, but meaningful — Developing
and maintaining impact measurement tools should
not be a hazardous distraction.

— Know the audience — The audience is usually
the enterprise’s stakeholders, who need a quick
but thorough insight in to the performance of
the organization and the impact it is generating.
But sometimes it is more complex and the models
serve different audiences:

1. Funders

2. Internal audience to manage operations
and performance

3. Stakeholders to evaluate the social impact.
The three audiences should not be combined
in one tool. Different tools will serve different
purposes

— Capture system change — Ideally, measurement
tools must be able to capture changes that were
influenced by the enterprise. In reality this is hard
to achieve as it is a matter of understanding what
would have happened had the investors’ initiative
not taken place. Measurement of this aspect needs
to consider the use of control groups, which can
be difficult to establish; however, to measure this
indirectly could be used.

Useful tools

Although the suitability of a certain tool will depend to a
great extent on the local circumstances of the enterprise
and the preferences of the funder, there are numerous tools
to support you in measuring impact. Here are some examples.

In 2008, The Rockefeller Foundation supported the
cataloguing of existing approaches to impact measurement.®”
The catalogue contains 25 approaches in use globally which
can be applied to privately held companies and/or non-profit
organizations that run revenue-generating businesses.

Best Available Charitable Option (BACO)

This method, designed and developed by Acumen Fund,
and is used to determine whether SMEs are effective

in providing social services in relation to existing charitable

alternatives in terms of delivering the products or services
more cost effectively. It helps investors understand where
their philanthropic capital will be most effective. When possible,
existing local businesses and charities are used to make
the comparison. When viable local comparison does not
exist, realistic hypothetical options must be developed
based on data from other geographical regions to provide
for the comparison.®® This method does not provide a
measurement for impact as it was developed to evaluate
potential investments upfront. It also cannot compare one
opportunity to another unless the unit of social output is
exactly the same. However, it can provide a good reality
check for project results and determine whether it is better
to invest debt or equity into an enterprise as opposed to
grants and donations in a charitable option.®®

Social return on investment (SROI)

SROI is designed to identify the social, environmental, or
cultural values (or social impacts) that have been created
for all the different stakeholders. SROI is an assessment
and management system developed from traditional cost-
benefit analysis, in which the social and environmental impacts
of an investment are given financial values. By doing this,
for example giving a financial value to increased health,
investors gain a sense of the social returns on their investment,
relative to the resources required.

SROI potentially represents a method that requires less data.
However there is no generally accepted standard for assigning
monetary values to social impacts. For now, SROI can
therefore only be used to compare organizations; it must
be ensured that the method used to generate the analysis
is internally consistent.

Different organizations have adopted or refined the SROI
approach. The New Economics Foundation (NEF) has worked
to develop a framework integrating cost-benefit analysis
and social auditing to capture social value. SROI compares
the value that is generated by a particular venture with

the investment that was required to achieve that impact.
The NEF guide takes into consideration standards agreed
by the SROI Network for measuring SROI.

Balanced Scorecard approaches

The Balanced Scorecard developed by Harvard Professor
Robert Kaplan is a popular model among businesses
worldwide to measure performance in terms of financial,

% Olsen, S. and Galimidi, B. (2008): Catalogue of approaches to impact
measurement. Social Venture Technology Group with the support of
The Rockefeller Foundation.

5 Ibid.

% NCDO (2008): Venture Capital and Private Equity Funds for Development.

5 Acumen Fund website: www.acumenfund.org
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customer, business process, and learning and growth
outcomes which go beyond traditional “financial” metrics.5°
In cooperation with the venture philanthropy firm New Profit
Inc. the approach was adapted in 2000 to include a new
perspective, “social impact”. New Profit uses the Balance
Scorecard to measure the progress of the portfolio
organizations in terms of social impact, stakeholders, internal
processes, learning and growth, and financial performance.
Other institutions have taken up this initiative and the approach
was named Social Enterprise Balanced Scorecard (SEBS)
by Social Enterprise London.®’

Learning from multinationals

In recent years there has been a growing interest in measuring
the development impact of businesses. Multinational
companies such as Unilever, SAB Miller, and Vodafone have
carried out assessments of the social economic impacts

of their subsidiaries in developing countries. These impact
assessments give insights in to the influences that companies
have in these communities; however, they do not always
take into account the effects that would have happened
anyway and do not establish causal relationships for all the
impacts shown. Nevertheless these approaches can provide
lessons for wealthy individuals investing in businesses in

a developing country context and wanting to understand
the impact.

In 2008, the World Business Council for Sustainable
Development together with the IFC, released a framework
to help companies look at their business activities and
measure the development impact. The tool is built around
input from a number of multinational companies. It attempts
to balance both the business and the societal perspective of
what is important where the business operates.

The four-step process involves setting boundaries, measuring
both the direct and the indirect impacts, assessing the
contribution of business to development, and prioritizing

the management response. The framework includes four
business clusters for users to group business activities around.
These are governance and sustainability, assets, people
and financial flows. The framework is built for larger companies
but can provide useful insights for smaller enterprises.5?

%0 Balanced Scorecard website: www.balancedscorecard.org
81 Social Enterprise website: www.sel.org.uk/balanced-scorecard.aspx

62 World Business Council for Sustainable Development: www.wbcsd.org
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Key points

Measure your impact to focus on results, ensure
relevance and effective allocation of resources,
and to be accountable.

Impact measurement tools help you to identify
and describe the impact value chain and ultimately
describe the positive and negative changes in

the community and the environment.

Measurement tools fit different purposes: screening,
on-going performance tracking, and periodic in-depth
assessments.

Impact measurement indicators should be simple,
manageable, based on accessible information,
cost-effective, and developed with the entrepreneur
and other stakeholders.

While choosing or designing a measurement tool,
keep in mind that it should be simple but meaningful.
It should fit the audience and it should capture
system change.

Although the suitability of a certain tool will depend
to a great extent on the local circumstances of

the enterprise and the preferences of the funder,
there are numerous tools to support you to measure
impact.
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Case study 5

José Ignacio Avalos Hernandez, Mexico

Social enterprises to create meaningful impact®*

At age 22, José Ignacio Avalos was inspired to start a youth
movement as a resuft of Mother Teresa’s visit to Mexico in 1982,
Since then, Avalos has either founded or inspired the set-up
of more than 30 organizations, including Banco Compartamos,
the largest microfinance institution in Latin America. He is
regularly drawn into government meetings and consultations
on issues ranging from economic development, civil society,
and nutrition to organizational transparency. Avalos comes
from an entrepreneurial family. He inherited a company
that produces beauty products for the Mexican market,
which he also runs, effectively managing two full-time jobs.
Among his initiatives are:

Un Kilo de Ayuda was founded to fight malnutrition in children
under five. This is not just another food program. Supplies
are carefully balanced in packages to 50,000 children

in rural Mexico every two weeks. Each child’s weight and
height status is recorded and analyzed using the longitudinal
surveillance system “InfoKilo” developed in-house with

a Microsoft partnership. It measures and corrects anemia,
cognitive skills, gross and fine psychomotor movement,
and language skills of the children to measure and improve
appropriate neurodevelopment with early stimulation techniques
for the mothers, as education and training is the most important
component of the program. By promoting the brand and
drawing on the promotion and distribution of the companies
that support it, the Kilo de Ayuda name is now known
throughout Mexico and consumers know that they are helping
children and families in need through their purchases.

8 References: Global Giving Matters 2003, 2010; Microcapital

Mi Tienda aims to help owners of rural general stores

to maintain up-to-date, low-priced inventories of products
their customers need. Keeping prices low is often impossible
for these small owners since, unlike supermarkets, they cannot
afford to purchase in bulk. Mi Tienda’s solution is to organize
a network of regional buyers who visit the small owners to
take orders and then buy on their behalf. New products are
delivered the next day. This cooperative approach enables
the participating merchants to offer a fresher and more varied
inventory at lower prices.

In 2005, Mexico’s well-known philanthropist and social
entrepreneur earned the Schwab Foundation’s Social
Entrepreneur of the year award, becoming a regular member
of the Davos Annual meeting. By combining business

and philanthropy he has been able to raise the profile

of philanthropy in Mexico and Latin America.
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Resources

The following are resources, which may provide additional
information regarding the topics discussed throughout
the White Paper.

Organizations that help you to identify enterprises
with growth opportunities

Venture Philanthropy Funds that provide access
to affordable capital

Ashoka — www.ashoka.org

Aavishkaar — www.aavishkaar.in

Aspen Network of Development Entrepreneurs (ANDE) —
www.aspeninstitute.org/policy-work/aspen-networkdevelopment-
entrepreneurs

AVINA — www.avina.net

BiD Network — www.bidnetwork.org

Endeavor — www.endeavor.org

Fundes — www.fundes.org

Imagine Nations Network — www.imagine-network.org

Infodev’s Idisc — Network of local business incubators: www.idisc.net

Kiva — www.kiva.org

MyC4 — www.myc4.com

New Ventures — www.newventures.org

Acumen Fund — www.acumenfund.org

E+Co — www.eandco.net

NESsT Venture Fund — www.nesst.org

Noaber Foundation — www.noaber.com

Omidyar Network — www.omidyar.com

One Acre Fund — www.oneacrefund.org

Rising Farmworker Dream Fund — www.risingfarmworkers.org

Root Capital — www.rootcapital.org

Small Enterprise Assistance Fund (SEAF) — www.seaf.com

Overview of funds providing capital for SMEs in developing markets
— www.bidnetwork.org/funds, www.ifc.org/ifcext/cfn.nsf/
content/portfolio

Skoll Foundation — www.skollfoundation.org

WISE — www.wise.net
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Networks for venture philanthropists
and business angels

Arab Business Angels Network — angelsoft.net/angelgroup/
aban-arab-business-angel-network

Asian Venture Philanthropy Network — www.avpn.asia

Business Angel Network South East Asia — bansea.angelgroups.net

European Venture Philanthropy Association — www.evpa.eu.com

Global Impact Investing Network (GIIN) — not-for-profit organization
dedicated to increasing the effectiveness of impact investing —
www.globalimpactinvestingnetwork.org

Indian Angel Network — www.indianangelnetwork.com

Social Venture Partners International — www.svpi.org

South African Angel Investment Network —
www.investmentnetwork.co.za

Organizations that help to boost business knowledge

Organizations that support entrepreneurial education

Ashoka — www.ashoka.org

Center for Digital Inclusion (CDI) — cdiglobal.org

BiD Network — www.bidnetwork.org

CIDA — www.cidafoundation.org

New Ventures — www.newventures.org

Organizations that focus on engaging young people
and women in entrepreneurial opportunities

Entrepreneurial Education — Kauffman Foundation of Entrepreneurship
— www.kauffman.org

Network for Teaching Entrepreneurship — www.nfte.com

Ashoka — www.ashoka.org

Information on how to measure impact

British Council — www.britishcouncil.org

CAMFED — www.camfed.org

Global Entrepreneurship Week — www.unleashingideas.com

Making Cents International — www.makingcents.com

Youth-inclusive Financial Services Portal — www.yfslink.org

Unicef — www.unicef.org

Women Enterprise Fund Kenya — www.gender.go.ke/index.php/
Women-Enterprise-Fund-WEF/intro-womenenterprise-fund-wef.html

Balanced Scorecard Approaches — www.newprofit.com;
www.sel.org.uk/balanced-scorecard.aspx

Impact Reporting and Investment Standards — iris-standards.org

Impact investing — www.rockefellerfoundation.org/whatwe-do/
current-work/harnessing-power-impact-investing

New Economics Foundation — www.neweconomics.org

Social Evaluator — www.socialevaluator.eu

Social Return on Investment — www.sroi-uk.org; www.sroi-
europe.org; www.thesroinetwork.org, www.neweconomics.org

SEAF — Local Economic Multiplier — www.seaf.com/impact.htm

WBCSD Measuring Impact Framework — www.wbcsd.org
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Contributors

Our commitment to the communities in which we live
and work dates back to 1856, when Credit Suisse
was founded in Switzerland.

Credit Suisse

About Credit Suisse Philanthropy Service

Credit Suisse is a world-leading financial services group of companies,
advising clients in all aspects of finance, around the world and
around the clock, in the areas of private banking, investment banking,
and asset management. Credit Suisse Group AG, the group’s
holding company, is headquartered in Zurich. Credit Suisse Group
AG subsidiaries and affiliates (“Credit Suisse”) provide advisory
services, comprehensive solutions and innovative products to
companies, institutional clients and high-net-worth private clients
globally, as well as to retail clients in Switzerland. Credit Suisse
operates in over 0 countries worldwide. The group employs
approximately 49,700 people. The registered shares (CSGN)

of Credit Suisse Group AG are listed in Switzerland and, in the form
of American Depositary Shares (CS), in New York.

Further information about Credit Suisse can be found at
www.credit-suisse.com

Our commitment to the communities in which we live and work
dates back to 1856, when Credit Suisse was founded in Switzerland.
In serving the wealth management needs of individuals and families,
we remain true to the values that first defined Credit Suisse over
150 years ago: a commitment to the needs of our clients and the
needs of society.

Philanthropy Service, together with various specialists of the firm,
acts as a consultancy within Credit Suisse. As your partner, we can:
- Provide you with state-of-the-art knowledge and insights
on the various strategies and approaches in philanthropy
- Help you to optimize your financial means to make an
impactful and lasting legacy
- Expand your network with other individuals, families
and organizations that share your goals
- Educate you about ways to get started with your
philanthropic endeavor and how to best manage it

For further information, please visit www.credit-suisse.com/
philanthropyservice

About Credit Suisse Client Foundation

About CSR Asia

For clients who do not want a foundation of their own — either
because they lack the necessary knowledge or because they think
it would involve too much time and effort, Credit Suisse offers

an alternative in the form of the charitable foundations Accentus,
Empiris, Symphasis and SymAsia.

They give donors the opportunity to achieve their own personal
charitable objectives and to be involved in the selection of projects
that should be supported. The donors are free to determine

the charitable objectives, such as social, humanitarian, cultural,
medical, scientific, and ecological objectives. The foundations
look for suitable projects on which to spend the donated funds
and monitor the implementation of the projects to ensure the most
effective use. Credit Suisse supports the foundations by paying
most of the costs. As a result, the donated funds can mostly be
used to benefit the charitable purposes specified by the donors.
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Business practices in Asia. Operating as a dynamic social enterprise,
CSR Asia occupies the unique middle ground between civil society
organizations and fully commercial consultancies. This enables us

to provide independent and cutting edge services and expert insight
into the Corporate Social Responsibility (CSR) issues facing companies
and organizations in Asia, through our offices throughout the region.

CSR Asia works with companies to design and evaluate community
investment initiatives and helps them to understand their true impact
on the community. CSR Asia explores ways to maximize benefits
of corporate initiatives with an emphasis on wealth creation through
enterprise development.

For further information, please visit www.csr-asia.com
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Important informations

The information provided herein constitutes marketing material. It is not investment advice or otherwise based on a consideration of the
personal circumstances of the addressee nor is it the result of objective or independent research. The information provided herein is not
legally binding and it does not constitute an offer or invitation to enter into any type of financial transaction. The information provided herein
was produced by Credit Suisse AG and/or its affiliates (hereafter “CS”") with the greatest of care and to the best of its knowledge and belief.
The information and views expressed herein are those of CS at the time of writing and are subject to change at any time without notice. They
are derived from sources believed to be reliable. CS provides no guarantee with regard to the content and completeness of the information and
does not accept any liability for losses that might arise from making use of the information. If nothing is indicated to the contrary, all figures are
unaudited. The information provided herein is for the exclusive use of the recipient. Neither this information nor any copy thereof may be sent,
taken into or distributed in the United States or to any U. S. person (within the meaning of Regulation S under the US Securities Act of 1933,
as amended). It may not be reproduced, neither in part nor in full, without the written permission of CS.

Copyright © 2016 Credit Suisse Group AG and/or its affiliates. All rights reserved.




